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The Phoenix pit. 


The Granby Mining Company Limited 


To the Shareholders: 


Granby this year is celebrating its 75th 
Anniversary. Since its inception, this 
historic British Columbia company 
developed mines at Phoenix, Cassidy, 
Copper Mountain, Jedway and Granisle, 
and copper smelters at Grand Forks and 
Anyox — places which played a 
significant role in shaping the growth of 
the Province of British Columbia. In the 
process, Granby pioneered open pit 
mining methods, designed mining 
equipment copied around the world, and 
produced over 1.9 billion pounds of 
copper for international industrial use. 


The Company prospered when copper 
prices rose, struggled when prices fell or 
reserves ran low but, thanks to 
enterprising shareholders and able 
employees, can look back with pride 
upon a distinguished record of success 
‘and achievement. The beneficiaries were 
those same shareholders who risked their 
capital, the thousands of employees over 
the years who contributed their skills, 
effort and enthusiasm, and the Province of 
British Columbia. From this historic 
foundation, Granby continues to build on 
the strength of its managerial talents and 
-sound financial structure, seeking 
opportunities for growth and 
diversification within the mining field 
throughout the world. 


Your attention is drawn to the enclosed 
supplement which was published in 
commemoration of the Company’s 75th 
Anniversary. 


FINANCIAL 


In fiscal 1974, your Company again 
improved its financial performance over 
that of the preceding year. The gains are 
attributable mainly to increased 
production stemming from greater 
operating efficiency at the Granisle mine, 
and to higher average prices for copper, 
gold and silver. These results were 
achieved in the face of ever increasing 
costs of labour, supplies and other 
services. 


Consolidated net income for the year 
erided September 30, 1974, was 
$7,670,478, or $5.31 per share, 
compared with $5,514,723 (restated) or 
$3.82 per share, for the previous 


J.W. Jewitt 
President 


12-month period. Total value of 
production of copper, gold and silver from 
the Granisle and Phoenix mines was 
$40,362,305 for fiscal 1974, compared 
with $29,765,169 for 1973. The average 
copper price received in 1974 was 89.3¢ 
per pound, compared with 73.1¢ in 1973. 


Capital expenditures during the year 
totalled $3,799,336 and dispositions 
amounted to $686,524. The major 
expenditure during the year was 
$1,800,000 for the replacement of 50-ton 
haulage trucks by six 100-ton Unit Rig 
trucks at the Granisle mine. Other 
significant expenditures at Granisle were 
improvements to the tailings 
impoundment area, and new housing 
facilities for employees, which were 
subsequently sold to them. Projected 
capital expenditures for 1975 are 
approximately $1,600,000, and include 
new repair shop and warehouse facilities 
at Granisle, and improved concentrate 
transportation facilities for Granisle. 


Legislation enacted by the Government of 
British Columbia under the “Mineral Land 
Tax Act” introduced a further cost factor 
into our operations. The estimated tax for 
the period January 1, 1974, the effective 
date of the legislation, to September 30, 
1974, is $879,573 and has been included 
as a Cost of Production in the 
Consolidated Statement of Income. 
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The tax consists of two parts: 


(a) Atax of 22% in 1974, and 5% in 
succeeding years, on “net smelter 
returns” less transportation charges. 
The term “net smelter returns” 
essentially means gross prices 
received less refining and treatment 
charges; 


and 


A tax of 50% of the difference 
between the value of -‘net smelter 
returns” and certain values as 
established by the Government of 
British Columbia. The Government 
has set the basic values for 1974 at 
58¢ per pound for copper, $82.50 per 
ounce for gold and $3.00 per ounce 
for silver, and the 50% tax applies 
when “net smelter returns” exceed 
120% of these prices. 


is 
— 


SUMMARY OF OPERATIONS 


Granisle Mine Production 


Tons Ore Treated: .22 nee eee 
Average Tons Treated Per Day .......... 
Coppet: Contents(%) as. aus ee ue ee 
Tons: Waste:Removed.. 77. ee eee 
Stripping: Ratio:e ss areas cee eee 


Unit Cost of Production — 


Per oneMilte cock ckoe Ncca mercer en nna ee 


Saleable Metal Produced: 


Copper (las.)i-bo,ca5e Ga elone te nee 
Gold (OUNCES )imue eo ey eee oe 
Silver (OUNCES), i rtz cone ee eee: 


Granisle 


The 16% increase in the quantity of ore 
treated is a measure of the improved 
performance of the Granisle plant 
subsequent to the running-in period. 
Similarly, the pounds of saleable copper 
produced increased 16% over the 
previous 12 months. The average copper 
content of the ore milled during 1974 was 
0.46%, the same as for 1973. 


The unit cost of production increased by 
5% to $2.74 per ton milled; this increase is 
attributable to higher concentrate freight 
costs. The impact of increased cost of 
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Precise methods of calculation are as yet 
unavailable, therefore the tax shown in the 
financial statements is an estimate only, 
based on the best information obtainable. 


The mining industry of British Columbia 
regards this tax as punitive and 
expropriatory in nature, and is continuing 
to try to impress upon the Government 
that it will have a damaging effect on 
mining exploration and development in 
British Columbia and on current 
operations of mining companies. 


On November 18, 1974, the Canadian 
Government introduced a Budget, some 
of the provisions of which will affect 
adversely the Company's liability for tax. 
One of these provisions is the 
disallowance of Provincial mineral land 
taxes in the calculation of our Federal 
income taxes; further information is 
contained in Note 6 to the Financial 
Statements. 


Year Ended September 30 


1974 1973 
4,853,434 4,188,483 
13,297 11,475 
46 46 
6,936,689 6,573,824 
1:1.41 1:1.54 
$2.74 $2.61 
38,697,527 33,408,509 
18,369 16,546 
191,958 166,154 


labour and materials has been offset ona 
unit cost basis by the increased rate of 
production. 


Studies are in hand to improve further the 
capacity of the Granisle plant, which 
may involve additional capital expendi- 
ture in 1976. 


The ore reserves at Granisle were 
calculated to be 73,281,000 tons at year 
end, with an average copper content of 
0.43% mineable at an ore to waste ratio of 
1 to 1.1. In addition, there is a stockpile of 
2,174,000 tons of low grade material with 
an average copper content of 0.29%. 


The Granisle mine. 


Stripping at Phoenix. 


40OR drill, 9" drill hole in foreground. 


Onganja head frame. 


Phoenix Mine Production 
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Phoenix 


In 1974 only 13% of the ore treated at 
Phoenix was mined from the lronsides pit. 
The balance was rehandled from the low 
grade stock-pile causing screening and 
crushing problems during low 
temperature conditions. Installation of a 
new ball mill in March enabled the 
‘concentrator to maintain its production 
rate. The pounds of saleable copper 
produced declined 23% from the 
previous period due to a reduction in the 
average copper content of ore milled from 
0.56% to 0.44%. 


Stripping of the upper levels of the South 
Extension to expose ore for future 
production resulted in a much higher 
stripping ratio in 1974. 


The unit cost of Phoenix production 
increased 17% to $4.12 per ton milled as 
a direct result of the increased cost of 
labour and materials. 


The ore reserves at Phoenix were 
1,111,000 tons at year end, with an 
average copper content of 0.80% 
mineable at an ore to waste ratio of 1:3.03. 
In addition there is an ore stockpile of 
3,072,000 tons with an average copper 
content of 0.40%. 


Year Ended September 30 


1974 1973 
995,751 994 136 
2,728 2,724 
44 56 
2,807,268 PROTO ON 
1:21.09 TEOLOS 
$4.12 Sonos 
7,080,248 9,163,826 
10,003 17,020 
70,732 87,553 

Onganja 


In November, 1973, Granby acquired the 
small underground Onganja copper 
mining operation in South West Africa 
from Zapata Corporation, at its book value, 
for $100,000 and Granby’s $316,000 note 
payable out of profits of the South West 
African operation. 


Subsequent to the purchase of the 
Onganja Mine, substantial efforts were 
made to put the mine onto a profitable 
basis. By year end one year’s 
underground supply of ore had been 
developed at a grade of 1.6% copper. 


The major factor affecting Onganja at the 
year end was the falling price of copper. 
The breakeven price of copper for the 
Onganja operation is approximately 70 
cents per pound. As current copper 
prices are below this figure, Onganja is 
being placed on a care and maintenance 
basis pending an increased copper price. 
However, metallurgical testing to improve 
the recovery of non-sulphide copper will 
be completed. 


During 1974, 412,264 Ibs. of saleable 
copper were produced from the treatment 
of 25,000 tons of ore. 


MARKETING 


Our 1974 fiscal year began in a period of 
strong demand for copper with a 
corresponding high price, and ended ina 
period of surplus supply and low price. In 
between, we experienced record high 
prices with fluctuations of an 
unprecedented nature. The graphs 
included in this Annual Report illustrate 
these extremes of movement on the basis 
of the monthly averages for copper, gold 
and silver. 


M.W. C.I.F. EUROPE COPPER 
PRICES MONTHLY AVERAGES 


U.S. 
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1973 74 


In 1974 the Company continued to sell 
both its Phoenix and Granisle production 
to certain Japanese customers; however, 
as the Phoenix contract expires on 
December 31, 1974, anew agreement for 
the sale of its concentrates was 
negotiated with The Anaconda Company. 
The term of the contract is related to 
current ore reserves at Phoenix. Granisle 
production will continue to be sotd to the 
Japanese companies. 


EXPLORATION & DEVELOPMENT 


In 1974, Granby continued to broaden the 
horizons of its exploration and 
development activities. Expenditures 
increased significantly as the Company 
instigated the first phase of a two-phase 
program to identify and, if feasible, 
develop the coal deposits on the 
Granridge Project in South Western 
Alberta. A preliminary feasibility study 
was completed on the Huckleberry 
Copper Project in North Central British 
Columbia. Further study of the critical 
economic aspects of this project is 
continuing. Total exploration and 
development expenditures for the year 
amounted to $2,264,000 compared with 
$886,000 in 1973, and $482,000 in 1972. 


The Company is continuing to emphasize 
the policy of acquiring discovered mineral 
deposits. The grave uncertainties which 
both the Canadian Federal and Provincial 
Governments have created in the areas of 
mineral law, resource taxation, and 
securities legislation have severely 
reduced the level of Canadian exploration 
activity by the junior mining companies. 
Since these companies have historically 
conducted a large portion of the high risk 
exploration and have provided Granby 
and other operating companies with. 
investment opportunities in the later 
stages of exploration, the reduced activity 
by the junior mining companies has 
limited the opportunity to acquire 
additional projects in Canada. 


Granby has met this challenge by 
identifying mineral commodities with 
strong demand potential in areas of the 
world where the geological, economic 
and social climate appear to be 
favourable to the discovery and 
development of mineral deposits. This 


Field party at Huckleberry. 


Unloading supplies 
for Yukon prospect. 


Exposed coal seam 
— Granridge. 


Locating adit for bulk 
sampling at Granridge. 
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strategy has shifted our exploration 
emphasis in the following manner. An 
exploration office has been established in 
Whitehorse, Yukon Territory, to serve as a 
base for property acquisition and 
exploration management of current 
projects. An exploration subsidiary, 
Granex (Pty) Limited, has been 
established in Johannesburg, South 
Africa, under the direction of Dr. E. 
Gerryts, a prominent South African 
geologist, and is actively seeking 
exploration properties and project 
development opportunities in South 
Africa. The Vancouver exploration staff 
has implemented a program to 
investigate exploration and acquisition 
opportunities in the United States. These 
activities, combined with current projects 
in Western Canada provide Granby with a 
base for long-term growth and greater 
insulation against varying business 
conditions. 


The capital requirements for current and 
future projects could place a severe strain 
on Granby's financial resources in the 
near future. Consequently, we will 
continue to retain a large portion of cash 
flow for investments in new projects. 


Granridge Project 


In November 1973, Granby obtained a 
2¥2 year option to purchase all of CanPac 
Minerals Limited’s interests in 31,561 
acres of coal leases north of Coleman, 
Alberta. The leases provide the exclusive 
right to mine coal under a renewable 
21-year lease, subject to current mining 
legislation and royalty payments to the 
leaseholders. 


As part of the option agreement, Granby 
acquired all of CanPac’s previous 
exploration and coal quality data. After a 
thorough study of this information, Granby 
formulated a two-phase evaluation 
program for the option period. The first 
phase involved additional exploration and 
testing work. The field portion of this 
program was completed in October, 
1974. Coal testing and preliminary 
engineering studies will be completed in 
the Spring of 1975. This will determine the 
scope of the Phase II program. Itis 
anticipated that Phase II will entail the 
collection of additional field information 
and sufficient engineering and marketing 
data to determine the feasibility of placing 
the property into production. 


Remote logging of drill core hole, Granridge. 


Drilling at Granridge. 


Prospecting north of Carmacks, Yukon Territory. 
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Huckleberry Project 


The accelerated exploration program 
which Granby began in 1973 continued 
into the first half of 1974. Upon completion 
of the drilling program in December, 
1973, a preliminary feasibility study was 
undertaken to determine the economic 
potential of the project and the areas 
which required further investigation. The 
drilling program had indicated the 
presence of a copper deposit 
approximately 2,500 feet long by 1,500 
feet wide which contained a higher grade 
zone approximately 1,000 feet long by 
500 feet wide. Estimates developed in the 
study indicated that 85 million tons of 
material containing 0.401% copper 
(0.30% cutoff) could be mined by 
conventional open pit mining methods at 
an overall stripping ratio of 1.0to 1.11. 
Within this zone a higher grade section is 
indicated, containing 28 million tons at 
0.501% copper (0.40% cutoff) and 
mineable at a stripping ratio of 1.0:1.28. 


There can be little doubt that the 
Huckleberry property contains a 
substantial copper deposit. However, the 
timing of a development decision will 
depend upon the resolution of various 
economic uncertainties. The continuing 
fluctuations in government attitudes 
towards natural resource industries adds 
to the investment risks of a long-term 
project such as Huckleberry. 
Management hopes that these problems 
will be favourably resolved. Granby holds 
the property under option from Kennco 
Explorations (Western) Limited to 
continue work on the property. Under the 
terms of the agreement, Granby has until 
1989 to complete its expenditure of $1.5 
million, of which approximately $1.0 
million has been spent or committed to 
date. 


Other Exploration Projects 


In addition to the two major projects and 
the property acquisition activities already 
described, Granby is investigating a 
number of other properties. 

Activities in 1974 included: 

— Surface exploration and diamond 
drilling of a lead-zinc-barite deposit in 
the Yukon Territory held under option 
from Empire Metals Corp. Ltd. Work in 
this region will continue in 1975. 

— Optioning the Oro Denoro property 
adjacent to Granby’s Phoenix mine. 
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The known deposit is being evaluated 
by means of atest mining program 
while the remainder of the property is 
being explored for additional potential 
ore. Any ore developed will be treated 
at the Phoenix concentrator, seven 
miles away. 

Optioning of a molybdenum property 
near Penticton, British Columbia, on 
which previous exploration by Vestor 
Mines Ltd., had indicated widespread 
low grade molybdenite mineralization. 
A drilling program has been initiated to 
determine the nature of these 
occurrences. The property is situated 
close to existing population centres 
and transportation systems thereby 
improving the chances of locating an 
economic deposit. 

Exploration drilling on two coal 
properties in West Central Alberta, 
including a joint venture program with 
Associated Porcupine Mines Limited. 
Performing modest amounts of work 
on the Lorraine option and Granby’s 
other properties. 


EXPLORATION EXPENDITURE 


$ 000 
MM GRANRIDGE 
mm HUCKLEBERRY 
MM GENERAL EXPLORATION 
2,500, 
2,000, 
1,500, 


1,000, 


500, 


1972 1973 1974 


ENVIRONMENTAL PROTECTION — A MAJOR GRANBY CONCERN 


Granby is fully committed to properly 
discharging its responsibilities in the area 
of environmental protection and has 
made every effort to minimize the impact 
of its mining operations and exploration 
programs on the environment in which the 
- Company’s activities are located. 


_ Where damage to land is unavoidable, 
every effort is made to reconstruct the 
land by grading and replanting. 
Reclamation regulations have been 
established, and completion is 
guaranteed by bonds placed with the 
Provincial Government. As a mining 
operation develops and goes into 
production, each stage must be cleared 
through the Provincial Government with all 
other potential resource users before 
permission to proceed is granted. 
Monitoring and inspection is carried out 
by the Company and government 
departments on a continuing basis. 


Open pit mining has supplied a solution to 
the problems of increasing metal demand 
_ and decreasing labour availability. 

' However, open pit mining requires 
removal of rock and other material to 
permit access to the ore. This material 
must be stored in permanent waste piles 
which for efficiency should be as close to 
the rim of the ultimate pit as possible. Any 
low-grade material below allowable 
treatment levels but of possible future 

- value must be stockpiled at some point 
where it will be accessible for milling at a 
later date. The mill tailings must be 
impounded and the process waters 
trapped and re-cycled to prevent 
contamination of nearby lakes and 
streams. 


Granisle 


During the past year, Granisle Copper 
Limited has continued to satisfy the 
requirements of the Pollution Control Act. 
The water emission permit for the mining 
plant has been revised to suit the 
increased production rate and an air 
emission permit has now been granted. 


Since the start of operations at the 
Granisle mine, tailings from the 
concentrator have been deposited in 
lagoons created by the construction of fill 
dams between Copper Island, where the 
mine and plant are situated, and Sterrett 
Island to the south. Process water 
discharged into the lagoon is recycled to 
the concentrator. 


There is a major salmon spawning area on 
the Fulton River, less than nine miles from 
the Granisle plant. Granisle Copper 
Limited is actively involved with the 
Federal Fisheries Department and other 
groups in their research projects for the 
Babine water-shed. 


The efforts of the management and staff of 
the mine in limiting changes to the lake 
environment were recognized in 
November when the “Water Protection 
Award” was presented to Granisle 
Copper Limited by the Pacific Northwest 
Pollution Control Association. 


The reclamation of ground disturbed by 
the mining operation is a continuing 
consideration at Granisle. This year, the 
original construction camp site on Copper 
Island was covered with topsoil and 
planted with grass. Grass planting was 
extended on the inactive part of a tailings 
disposal area to create about 10 acres of 
well established ground cover. Nursery 
plots have been set up for the 

propagation of cuttings from local shrubs 
under controlled conditions to permit 
selection of best suited types for future 
planting programs. 


Reclamation project on No. 7 tailings dam — Granisle. 


Phoenix 


At the Phoenix Mine, operations 
continued with minimum impact on the 
environment. Tailings from the con- 
centrator continued to be deposited in 
the impoundment behind a rock fill dam. 
The capacity of this storage is adequate 
to hold the balance of the expected 
production from the mine. Process water 
carried with the tailings into the 
impoundment is recycled to the 
concentrator. 


Experimental plantings continued at an 
abandoned tailings disposal area in an 
effort to identify locally found shrubs 
which will grow successfully on tailing 
sands. 


PERSONNEL 


The total number of employees at the 
1974 year-end was 486 compared to 472 
a year previously. This increase reflected 
a slight growth in the size of the Granisle 
work force and the addition of several key 
staff members at the Vancouver office in 
finance and exploration and 
development. 


Granisle successfully negotiated a new 
eighteen month collective bargaining 
agreement with its hourly-rated 
employees covering the period July 1, 
1974 to December 31, 1975. A new 
agreement was also concluded at 
Phoenix for the two year period 
September 1, 1974 to August 31, 1976. 
Both agreements provided for significant 
wage increases in keeping with 
established trends throughout British 
Columbia in all industrial sectors. 


SHARE PURCHASES 


Granby’s holding of shares of Granisle 
Copper Limited has increased from 
3,137,520 at the beginning of the 

year to 3,190,095 at the end of the year, or 
95.8% of the outstanding shares of Granisle. 


The ownership of Granby shares by 
Zapata Canada Limited was increased 
during the year from 66% to 92% as a 
result of a cash tender offer and 
subsequent open market purchases. 
Zapata Canada Limited, a subsidiary of 
Zapata Corporation, now holds 1,322,423 
of the 1,444,371 Granby shares 
outstanding. 


GENERAL 


Effective October 1, 1974, Mr. J. B. Harri- 
son resigned as a Director of Granby and 
Granisle in order to devote his full time and 
attention to the management of Zapata 
Exploration Company. 


Messrs. W. H. Flynn and A. H. Hauser have 
advised the Board that they will not stand 
for re-election at the Company’s forthcom- 
ing Annual Meeting. 


Granby's Annual General Meeting will be 
held at 10:30 a.m. on Thursday, January 
30, 1975 in the Plaza West Room, Hyatt 
Regency Hotel, 655 Burrard Street, Van- 
couver, British Columbia. 


The Directors wish to recognize the posi- 
tive efforts put forth by the employees in all 
fields of the Company's activities during 
the year. 


On behalf of the Board, 


ome) ¢ 


VS a 


J. W. Jewitt, 
President 


Vancouver, British Columbia 
December 16th, 1974. 


J.H. Colton J.L. McCrea R.P. Taylor 
Vice President, Administration Executive Assistant- Executive Vice President 
& Finance Exploration & Development 


J.W. Jewitt, J.H. Colton, M.J. McGarry, Manager-Labour Relations G.D. Mittelstadt 
Manager-Granridge Project 


N.S. Seldon F.A. Alexander R.B. Richards 
Manager-Marketing Executive Assistant-Operations Treasurer 
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The Granby Mining Company Limited 


Five Year Financial Summary* 


(stated in $000’s) 9 months ended Year ended 
Year ended September 30 September 30 December 31 
1974 1973 1972 1971 1970 
Net: revenues chek dee ee a .... $ 40,362 $ 29,765 $8,622 $ 11,985 $ 19,966 
Expenses 
Cost of productiOtis.26 a. tes.ey eee ee 18,919 14,131 9,152 7,021 9,025 
Depreciation, depletion 
ANG/AMOMZAtION: on csen ieeeeceemnes 2,833 2,500 i325 1,885 2,503 
Outside explorationic.<22) smn neee 1,165 886 482 541 639 
General and administrative ........... 1,272 910 802 618 729 
24,189 18,427 11,962 10,065 12,896 
Operating 4ACOMEes sk. sock «ey a eee ee 16,173 11,338 3,760 1,920 7,070 
Investment and other income (expense)... —s- 710 ( 2a) 685 489 625 
16,883 sae es br 4,445 2,409 7,695 
INCOME taxes: 5...4.2cescm cs Bee 8,235 4,980 1,914 1524 4,735 
Minority interest < 20. seas Ae eee 478 622 660 391 1,464 
Income before extraordinary items ........ 8,170 5,515 ort 497 1,496 
Extraordinary Hemsic.. 5... act eee ( 500) — — 83 505 
Net income 27 25 854iccn ua ue ee $ 7,670 ae le fe gfe) $1,874 $ 580 $ . 207 
Shares: oulstandings.<,.2.4 445. aepeetean 1,444,371 1,444 371 1,444,371 1,444 371 1,444,371 
Net income per share 
Before extraordinary items............ $ 5.66 $ 3.82 $ 1.30 $ 34 $ 1.04 
Extraordinary items: 5 oi. sai meen ( .35) — — res .2) 35 
After extraordinary items ............. $ 5.31 $ aoe $ 1.30 $ 40 $ 1.39 


Cash dividends per share ($U.S.) ......... $ -60 $ .60 $ .60 $ 1.20 $ 1.60 


“Restated for comparative purposes 


The Granby Mining Company Limited 


To the Shareholders, 
The Granby Mining Company Limited: 


We have examined the consolidated balance sheet of The Granby Mining Company Limited (a 
British Columbia company and subsidiary of Zapata Corporation) and Subsidiaries as of September 
30, 1974 and 1973, and the related consolidated statements of income, retained earnings and 
changes in financial position for the years then ended. Our examination was made in accordance with 
generally accepted auditing standards, and accordingly included such tests of the accounting 
records and such other auditing procedures as we considered necessary in the circumstances. 


In Our opinion, the accompanying consolidated financial statements present fairly the financial 
position of The Granby Mining Company Limited and Subsidiaries as of September 30, 1974 and 1973, 
and the results of their operations and changes in their financial position for the years then ended, in 
conformity with generally accepted accounting principles applied on a basis consistent with that of the 
preceding year. 


Pursuant to Section 212 of the British Columbia Companies Act, we further report that in our 
opinion, due provision has been made for minority interests. 


ARTHUR ANDERSEN & CO. 
Vancouver, British Columbia Chartered Accountants. 
October 25, 1974 (except with respect to the matter 
discussed in Note 6, which is dated November 18, 1974). 


The Granby Mining Company Limited 


CONSOLIDATED BALANCE SHEET 


Assets 


Current assets (Note 1): 

Cash and-shonttenm Geo Osis earn nn) att eee eee 
Accounts recemablei(NOte-1)\\. tense een ee ee 
Metals in concentrates, at estimated 

realizable value (Note 1) 
Materials and supplies, at the lower of 

AVErage COSMON FEplaCeme;nt COST mn craig raat eran rere 
Marketable securities, at market 

(partially pledged) (NOTE rt )h es yer ear ae permease eee 
Prepaidi'@xpenSes cic fh stems youre ran ae bet ia en ere 


Total CUMTENR ASS CLS aie shane re are ee er 

Refundable deposits and sundry assets, at cost ................ 
Long-term investments, at September 30, 

197 market-valtie (INO Jian y Sates keene ee 

Property, plant and equipment, at cost (Note 1)................. 

Less accumulated depreciation and depletion .............. 


Net property, plant and equipment... .4.9...555-5— 


Deferred charges: 
Exploration: costs, (Grannidde) (INGles ge ver oe een 
Retirement plan contribution, at 
COSL IESS* AINOMUIZANON Skye ase ar eae tee nee ee ue 


See accompanying notes to consolidated financial statements. 
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September 30 
1974 1973 
(Restated per Note 2) 
$12,215,885  $ 5,342,864 
6,026,055 2,939,013 
4,276,364 5,081,263 
2,987,489 2,012,905 
728,440 — 
318,541 129.7153 
$26,552,774 $15,505,798 
$ 259,885 $ 254,252 
oa $ 1,228,440 
$43,519,980 $39,871,202 
15,171,154 12,828,185 
$28,348,826 $27,543,017 
‘Sutodesss S$ — 
188,748 211,632 
$ 1,287,998 $ 211,632 
$56,449,483 


$44,743,139 


Liabilities and shareholders’ equity 


Current liabilities: 
Bank loan, secured 
Accounts payable and accruals 


Income taxes payable (Note 2)................ 


Total current liabilities 
Long-term debt: 


8% note payable to parent company (Note 1) .. 


Deferred income taxes (Note 2) 
Minority interest in subsidiary 
Shareholders’ equity: 
Capital stock (Note 3): 
Authorized, 6,000,000 shares, 
par value $1.66-% per share 
Issued and outstanding, 1,444,371 shares 
Contributed surplus 


Retained earnings, per accompanying statement 


Total shareholders’ equity 


Contingent liabilities and commitments (Note 5) 


On behalf of the Board: 
Ua Cc OLL@ONP Director 


R. M. SUTHERLAND, Director 


The Granby Mining Company Limited 


September 30 

1974 1973 
(Restated per Note 2) 
$ 32,000 $ 


hana 3,050,333 1,858,390 
Aer e Met e 7,543,563 See SNRs Ae 
Seen eee ae $10,625,896 $ 7,150,317 
Eee $ 316,000 $ = 
of, etre he $ 5,460,397 $ 4,424,397 
ee a Ree Neate: $ 1,328,496 $ 1,268,875 
egg tyrtae eG $ 2,407,285 $ 2,407,285 
ac een ae 1,241,502 1,241,502 
a eee 35,069,907 28,250,763 
eee ene ee $38,718,694 $31,899,550 
$56,449,483 $44,743,139 


See accompanying notes to consolidated financial statements. 
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The Granby Mining Company Limited 


Consolidated statement of income 


Year Ended September 30 


1974 1s 
_ (Restated per Note 2) 
5 ©. $29,765, 169 


Net revenues CINOPE SI tates. cee aces eet Ce eS me 


Expenses: 

Cosh of OrOdUCION 2)... Ne era Seen eee ee eee eee $145131,196 

Depreciation, depletion and amortization (Note 1) ........... 2,499,551 

Outside exploration thew wn «cay cn Aisa ereh pene tote een 886,485 

General ang aciministalves<\% 1) Pinna Aon re eae ere 910,247 

$18,427,479 

OPerauing INCONMEs patee eee ath cy ee, eee ca eee nee $11,337,690 
Investment and other income (expense)..............0.-5--055- (220,801) 
Income before provision for income taxes, minority interest ; 

in net income of subsidiary and extraordinary item .......... $11,116,889 
Provision for income taxes (Note 2): 

Curent iste ee ee Pas he er ee co § 2,470,000 

DGICrOGd 502 Parcs Coie meine ale chins Se eee a eee et nee 2,510,000 

$ 4,980,000 

Income before minority interest in net income of subsidiary 

and eXtracncimaiy eta) no.<3 «cece ee epee eee ee $ 6,136,889 
Minority interest in net income of subsidiary .................... 622,166 
Income: before extradrdinarycilemin: 2.2 ea: aan oun pete $ 5,514:723 
Extraordinary item: 

Write-down of marketable securities (Note 1) ............... — 
Net IROGMIG iia. scce ooh Ah ee Ag eer eae cere ern ena oe ee $ 5,514,723 
Net income per share: 

Bertone extraorcinany: MOM sce uks kee hore ee ee rear ae Sp geney 

Alter: OXtraOrclinany WEIN gt vcr acie Ramen ts Se eee eg So  oo.02 
Cash dividends per share i US. dollars.) 2. bike crea eae $ .60 
Number of shares outstanding: 21.45 ones eet one Ae Oar RE eA 1,444 371 


See accompanying notes to consolidated financial statements. 
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The Granby Mining Company Limited 


Consolidated statement of retained earnings 


Balance at beginning of year, as previously reported............ 
Less—Reclassification of federal income tax 
reassessment (NOLG.2) 5. cc ccs. cow da dss Sede nn 
Adjustment relating to provincial mining tax 
feassessmenoINOIG@’2)) ca. dence pews ag hea nnces 
URSPUR SIS IESG NR ad aati Coen, Cente ey eee ee 
PSIG ACOUC amen ae eu ateh a Warn, chickens i S044 2s Aaa ROS 


SM GINICLOTNC Ss OIC ap ee ee eet Pala cS Sn eee Stee waa 
Biorailie C AO CINCPORY Cal een CNet an ens 8 fueure ahh ew dees 


Consolidated statement of changes in financial position 


Funds provided by: 
Operations: 
Income before extraordinary item..............00-00 08s 
Depreciation, depletion and amortization ............... 
DeTeIRe CHING ONC Tao Cupra s A rst ne aces oiteis.a aenieus 
Minority interest in net income of subsidiary ............ 
UTC Ie aA dott nce hak MED Fle Coatags Gea hE ge ae a hs 


Funds provided by operations 


Reclassification of long-term investments 

IO MTAINCIAD ESC CUNNCS =n te eeetrne che a. ue irene wis aot 
Deposits fenancdean(alG) ste, aanne edt 40sec cs a Rae mee ae tteon 
8% note payable to parent company 


Ota TUN GS DROVICCR Dat Gaeratan vnc ee oem ee 


Funds applied to: 
Net additions to property, plant and equipment ............. 
EXOIOR Ai OniCOSlS Celemech: civ tee teccnautan., cae oh ls ois 
BIVIGICINCS s OCLC get rena en Mae cee a aan Yt ic 0 ean a ae Once 
HOV GStiieT Mell McSUIOSIOEG Vicwptiie 4 saab aiken ne cos lees ns ee se an 
Acquisition cost of subsidiary, net of its working capital...... 
Dividends paid by subsidiary to minority shareholders ....... 
Reduction of prior years’ deferred income tax 
Adjustments relating to mining tax reassessment, 

allocated to — 
merinedieamimds. 1 seer es . tablcw. Gees tee 
Minority interest 


MS TSS OOOO areas «tin, pihedc Mr at 
Inerease (decrease) in working capital ............ 00 ce eee eee ee 
WOtKing: Capital at DEGINMNG Of. VOOR see eic s,s in nog oben caveats 
Mine GapilakateChdORVEar 2. sites nae Sets . so Whee 


See accompanying notes to consolidated financial statements. 
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Year Ended September 30 


1974 1973 
(Restated per Note 2) 

$31,555,453 $26,712,525 
2,355,678 2,355,678 
949,012 753,012 
$28,250,763 $23,603,835 
7,670,478 S014 23 
$35,921,241 $29,118,558 
851,334 867,795 
$35,069,907 $28,250,763 


Year Ended September 30 


1974 1973 
(Restated per Note 2) 
$ 8,170,478 $ 5,514,723 
2,832,990 2,499,551 
1,036,000 2,510,000 
477,849 622,166 
133,530 373,994 
$12,650,847 $11,520,434 
728,440 — 
(5,633) 155,932 
316,000 aa 
$13,689,654 $11,676,366 
$ 3,112,812 $ 2,817,391 
1,099,250 — 
851,334 867,795 
659,537 9,020,686 
346,319 — 
49,005 USAIN 
— 279,603 
—_ 798,012 
— 33,000 
$ 6,118,257 $13,931,200 
$ 7,571,397 $ (2,254,834) 
8,355,481 10,610,315 
$15,926,878  $ 8,355,481 


The Granby Mining Company Limited 


Notes to the consolidated financial statements September 30, 1974 and 1973 


1. Summary of accounting policies: 


Principles of consolidation 

The accompanying consolidated financial statements in- 
clude the accounts of The Granby Mining Company Li- 
mited (the Company) and Subsidiaries, Granisle Copper 
Limited (Granisle), Zapata Mining (Pty.) Ltd., and certain 
inactive companies, after elimination of inter-company 
balances and transactions. 

During 1974, the Company increased its share ownership 
of Granisle from 94.5% to 95.8%. In addition, the Com- 
pany also acquired all the outstanding shares of Zapata 
Mining (Pty.) Ltd. from Zapata Corporation for $416,000 
(net book value at September 30, 1973).by payment of 
$100,000 and the assumption of a note payable for: 
$316,000, which is repayable out of the subsidiary’s fu- 
ture annual net cash flow in excess of $100,000. 

The financial statements of a subsidiary, Jedway Iron Ore 
Limited, have not been consolidated as Its mining opera- 
tions have ceased and the investment therein is consi- 
dered to have no value. 


Currency conversion 

Current assets denominated in United States Currency 
have been converted into Canadian currency at the rate 
of exchange prevailing at the respective balance sheet 
dates. 


Marketable securities 

The investments in marketable securities have been re- 
classified from long-term investments to marketable sec- 
urities since it is the Company’s intention to eventually sell 
these securities. Accordingly, the marketable securities 
have been written down to market as of September 30, 
1974. The write-down is considered a capital loss for 
federal income tax purposes. Since a capital loss can only 
be offset against capital gains, which the Company does 
not have, no reduction has therefore been recorded for 
federal income taxes. 


Property, plant and equipment 
Particulars of the cost of property, plant and equipment 
are as follows: 


September 30 


1974 1973 
Mineraliclaims@) ssn: $ 8,533,738 $ 8,426,909 
IE AT Clemente ea 131,501 80,935 
Mine buildings and 
COMMOTION aso 4a oe 24,635,209 23,373,683 
Mobile and other ; 
equipment 2... 42% 10,219,532 7,989,675 


$43,519,980 $39,871,202 
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Mineral claims include the excess cost of the Company’s 
investment in Granisle over its net book value at time of 
acquisition of $8,468,639 ($8,214,003 in 1973). The fed- 
eral income tax reassessment of $2,320,000, previously 
charged to mineral claims, has been reclassified as a 
prior period adjustment on the consolidated statement of 
retained earnings (see Note 2). Depletion of mineral 
claims is based on the proportion of copper produced to 
the estimated copper content of ore reserves of the mine; 
accumulated depletion as of September 30, 1974 is 
$1,553,945 ($1,075,467 at September 30, 1973). 
Following the establishment of increased Granisle ore 
reserves in 1972, depreciation of the Granisle mine build- 
ings and equipment is provided on a straight-line basis 
over the extended life of the mine, namely nineteen years 
from September 30, 1971. 

Following the establishment of increased Phoenix 
(Granby) ore reserves, the September 30, 1971 net book 
value and the cost of subsequent additions of Phoenix 
mine buildings and equipment is being depreciated on a 
straight-line basis over approximately six years from Sep- 
tember 30, 1971. 

Mobile equipment (except drills and shovels) is being 
depreciated at 30% per annum on a diminishing balance 
basis, and drills and shovels on a straight-line basis of 
10% per annum for Granisle. For Granby, all mobile 
equipment is being depreciated at 30% per annum ona 
diminishing balance basis. 


Deferred charges 


Outside exploration costs are deferred if the property 
under investigation, in the judgement of the Company’s 
management, can be developed into a future revenue- 
producing mine; otherwise, such costs are written-off in 
the year incurred. Under the terms of an agreement be- 
tween the Company and Granisle, all outside exploration 
costs on projects originating after January 1, 1971 are 
shared on a two-third, one-third basis. 

During the year ended September 30, 1974, the Com- 
pany incurred exploration expenditures totalling 
$1,099,250 on the “Granridge” property, a coking coal 
deposit located in Southwestern Alberta, Canada. The 
rights to this property were acquired under an option 
agreement with CanPac Minerals Limited (CanPac), 
under the terms of which the Company is committed to 
incur exploration expenditures, excluding option pay- 
ments, of $500,000 on the property by October 1, 1975; 
expenditures in excess of this amount were in fact incur- 
red by September 30, 1974. In addition, should the Com- 
pany decide to maintain its option, CanPac is entitled toa 
further payment of $350,000 by July 1, 1975 and upon the 
option being exercised by the Company, which must 
occur by July 1, 1976, CanPac is entitled to a further 
$2,000,000 and shall assign all its right, title and interest in 


the property to the Company in return for a production 
royalty. If the property is not in production by 1979, Can- 
Pac will be entitled to an annual payment of $200,000 until 
the property is placed in production. 

Net revenues 


All Granisle concentrate production is sold under a con- 
tract which extends to March 31, 1977, the final sales 
proceeds being based on the average price quoted at the 
London Metals Exchange during the two months following 
receipt of the shipment in Japan. The Company has a 
similar contract which expires December 31, 1974: there- 
after, all of Granby’s production will be sold to a customer 
in the United States under a long-term contract. 


Production represented by metals in concentrates and 
shipments in transit at year-end has been recorded at the 
September average quoted price for metals, which is 
estimated to be the final settlement price. 


. Income taxes: 
Federal income taxes paid, under dispute 


By Notice of Reassessment dated January 21, 1974, the 
Minister of National Revenue imposed tax on a portion of 
certain dividends received by the Company from Granisle 
during the 1969, 1970 and 1971 taxation years. The Com- 
pany, as required, has paid the amount reassessed of 
$2,355,678, including interest, and has filed a Notice of 
Objection with the Department of National Revenue. (As 
of September 30, 1973, the Company had provided 
$2,320,000 for this reassessment.) 

Although liability for the tax is not admitted, the payment 
has been reflected as a prior period adjustment in the 
consolidated statement of retained earnings, since, if the 
appeal is lost, the additional tax will reduce the 
Company's 1969, 1970 and 1971 net income as previ- 
ously reported. 


Provincial mining taxes paid, under dispute 


In April, 1974, the Commissioner of Income Tax for British 
Columbia reassessed Granisle for mining tax payable for 
the period December 1, 1969 to September 30, 1971. The 
reassessment is based on an interpretation of certain 
sections of the Mining Tax Act by the Commissioner, 
which differs substantially from the interpretation placed 
on the same sections by the Commissioner during the 
aforementioned period. This claim, which, including 
statutory interest of $149,820, amounts to $869,012, has 
been objected to and the matter will be heard in the 
Supreme Court of British Columbia on April 11, 1975. Ifthe 
case were lost, additional mining taxes of $708,000 would 
become due for the three year period ending September 
> 30, 1974. 

The Company has decided to reflect the payment as a 
prior period adjustment of $753,012 on the consolidated 
statement of retained earnings; the difference of 
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$116,000 being a draw-down of deferred income taxes as 
of September 30, 1971 and the applicable minority in- 
terest. Also, the net income for the year ended September 
30, 1973 has been decreased by $196,000 and an ap- 
propriate provision has been made in 1974 for these 
additional mining taxes due, if the case were lost. 

The additional mining tax provisions do not reduce fed- 
eral income taxes otherwise payable. 


Deferred income taxes 

The depreciation and amortization claimed for income tax 
purposes exceeds the amount recorded in the accounts, 
and accordingly a provision has been made for the defer- 
red income taxes payable at a future date. 


. Capital stock: 


Under the Company’s “Restricted Stock Option Plan” 
dated January 13, 1960, 138,000 shares of the 
Company’s stock were reserved for the granting of op- 
tions to key employees, the purchase price per share 
being 10% above the market value at the date of the grant. 
The options granted are for a term of ten years from the 
date of the grant, and there are certain limitations on the 
number of shares that can be acquired in the first five 
years. An option on 2,000 shares at $38.23 U.S. per share 
was outstanding at September 30, 1974 and 1973. No 
options were granted in either 1974 or 1973. Unallocated 
shares under the plan totalled 54,400 shares at Sep- 
tember 30, 1974 and 1973. The potential dilutive effect of 
the reserved and granted options, if exercised, would be 
to reduce net income per share by $.17 as of September 
30, 1974 and by $.10 as of September 30, 1973. 


. Remuneration of directors and senior officers: 


Remuneration of directors and senior officers (as defined 
in the British Columbia Companies Act) for the year ended 
September 30, 1974 amounted to $298,315 ($273,577 in 
1973). 


. Contingent liabilities and commitments: 


(a) On September 3, 1971, Silver Standard Mines Ltd. 
(N.P.L.) (Silver Standard) commenced an action in the 
Supreme Court of British Columbia against Jedway Iron 
Ore Limited (Jedway) and the Company claiming interest 
on $670,454 at 6% per annum (Action One). The interest 
presently claimed is $211,462 for the period from April 1, 
1968 to June 30, 1973. A further claim is for compound 
and not merely simple interest. On February 13, 1973, 
Silver Standard, in another action, claimed against Jed- 
way and the Company $670,454 on the ground of repudi- 
ation by the defendants of the Agreement between Silver 
Standard and the Company, dated January 20, 1961. Ifno 
repudiation were found, Silver Standard claimed, in the 
alternative, damages for breach of the Agreement (Action 


Notes continued 


Two). On the recommendation of Counsel, Jedway and 
the Company defended these actions on the grounds 
that: 


(i) with respect to Action One, Jedway’s obligation ter- 
minated as of the date upon which it ceased its mining 
operations; 

(ii) with respect to Action Two, the conduct of Jedway 
and the Company did not constitute repudiation or a 
breach of the Agreement, and Silver Standard had 
sustained no damage. 

Actions One and Two were consolidated and the trial of 

the consolidated action commenced on October 29, 

1973. On May 13, 1974, the Supreme Court of British 

Columbia rendered its decision, which was as follows: 

(i) Silver Standard obtained judgement for the interest 
from April 1, 1968 up to the date the mineral claims 
involved were retendered to Silver Standard; after 
which liability for interest would be ended. The mineral 
claims were tendered to Silver Standard on May 14, 
1974, but not accepted by them. The total amount of 
interest involved is $246,213: 

(ii) Silver Standard’s claim for principal, i.e. $670,454 
was dismissed entirely. 


Silver Standard, however, has appealed this decision to 
the British Columbia Court of Appeal and to date the 
matter has not been heard. If Silver Standard is success- 
fulin its appeal with respect to both.Actions, then Jedway, 
in addition to being liable to make payment of the 
aforementioned sum of $246,213 will be liable to pay to 
Silver Standard either the principal sum of $670,454 or 
interest thereon at 6% until such time as the principal is 
paid. If Jedway defaults, an event which would likely 
occur, the Company as guarantor,-would assume that 
payment and liability. | 

Jedway and the Company intend to cross-appeal the 
decision to the British Columbia Court of Appeal. 

In the opinion of in-house counsel, there are legal grounds 
for assuming that no material liability will arise out of this 
action; accordingly, no provision has been made in the 
accounts for either the $246,213 or the $670,454, or in- 
terest thereon, or costs. 

(6b) The Company and Granisle have continued their policy 
of forward-selling a portion of their metal production. 

(c) Granisle has guaranteed 50% of a $650,000 mort- 
gage extended by a bank to Granisle Village Inn Ltd., a 
non-affiliate, in connection with a hotel built and operated at 
the Granisle townsite. Further, Granisle is contingently 
liable to amaximum of approximately $1,500,000 in con- 
nection with the mortgaging of certain homes occupied 
by employees in the town of Granisle. Granisle has also 
guaranteed payment of approximately $106,000 bor- 
rowed by the Village of Granisle from a bank for the 
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provision of community facilities, and is committed to 
provide $630,000 of interim financing for the construction 
of an apartment building. 

Purchase commitments totalling approximately 
$1,000,000 have been made in connection with the 
purchase of various mining equipment and facilities. 

At September 30, 1974, no events had occurred giving 
rise to actual liabilities under these contingencies and 
commitments. 

(d) A civil action, arising from (a) the purchase of stock of 
The Granby Mining Company Limited (Granby) by Zapata 
Canada Limited (Zapata Canada), a wholly-owned sub- 
sidiary of Zapata Corporation, and (b) a proposed amal- 
gamation between Granby, Granisle Copper Limited 
(Granisle) and Zapata Canada (which proposal was 
abandoned in December, 1972) was filed by certain 
minority shareholders of the Company and Granisle nam- 
ing as defendants Granby, Granisle and certain directors 
and/or officers of the Company and Granisle and alleging 
among other things violations of the Securities Exchange 
Act of 1934 and further seeking equitable relief and com- 
pensatory and punitive damages. Baker & Botts, as coun- 
sel for Granby and Granisle, after consultation with Cana- 
dian counsel on matters of Canadian law, have expressed 
their opinion that this action should not result in any mat- 
erial loss or liability on the part of either company. 

No provision has been made in the accounts for any 
amounts which may become payable as a result of the 
said actions. 


. Event subsequent to the date of the auditors’ report: 


On November 18, 1974, the Federal Government of 
Canada announced its proposed budget, which is likely 
to significantly increase the Company's total future in- 
come taxes. In addition, the budget is retroactive to May 
6, 1974; accordingly, the Company has increased the 
provision for income taxes as of September 30, 1974 to 
provide for the retroactive effect. The more significant 
changes in the budget are: 


Royalty charges and taxes levied by provincial gov- 
ernments are no longer deductible for federal tax 
purposes. 


Development expenditures can be written-off at a rate 
of 30% a year; they were previously fully deductible in 
the year incurred. 

Depletion will no longer be allowed at the previous 
rate of 33%3% of production profits, but will be limited 
to the ‘earned depletion base”, equal to 333% of total 
exploration and development and certain capital ex- 
penditures incurred after November 7, 1969; deple- 
tion would then be allowed equal to 25% of the annual 
production profits up to the total of the “earned deple- 
tion base.” 
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